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SOME E I G H T E E N T H
TREATISES
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University of Saskatchewan
Malcolm, Alexander. A Treatise of Bookkeeping or Merchants
Accounts in the Italian Method of Debtor and Creditor (London, 1731. Reprint ed., New York: Garland Press, 1986, 264
pp., $40.00).
Mair, John. Bookkeeping Modernized or Merchant Accounts by
Double Entry (Edinburgh, 1793. Reprint ed., New York: Arno
Press, 1978, pp., $36.00).
Mitchell, William. A New and Complete System of Bookkeeping
By An Improved Method of Double Entry (Philadelphia, 1796.
Reprint ed., New York: Arno Press, 1978, 450 pp., $26.00).
The accounting treatises of Malcolm [17311, Mair [1768]1
and Mitchell [1796] span most of the eighteenth century — the
midcentury between Pacioli's famous work (1494) and the present time. They invite comparison with earlier and later accomplishments, and with changes within that industrialadvent century itself. The Malcolm text is the first edition of
two, the later being 1743. The Mair text is the sixth of nine
editions spanning the years 1773 to 1807 with an earlier work
running through eight editions from 1736 to 1767. The Mitchell
text is a single edition and one of the earliest American
treatises [Previts and Merino, 1979, p. 28; Sheldahl, 1985].
Malcolm and Mair are two of a notable group of Scottish
authors of that era [Yamey et al., 1963, p. 172].

1
Mairdied in 1769, a year after he wrote this text. The actual edition of the
text examined is the sixth, printed in 1793.
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Bookkeeping Aspects
As with Pacioli, all three authors are concerned with the
bookkeeping of merchants. 2 A particular focus of Malcolm [p. 3]
and Mair [p. 8] is to set forth rules and principles while
Mitchell [p. v] attempts to simplify these types of treatises —
particularly Mair's — which he claims to be "too diffuse" and
" s o o v e r b u r d e n e d w i t h rules . . . t h a t the young bookkeeper . . . gets bewildered and lost." The larger part of the
Malcolm and Mair and virtually all of the Mitchell texts illustrate complete sets of records. Pacioli, however, provides
neither general rules and principles of double entry nor sets of
illustrative specimen accounts.
The three authors indicate little difference in the declared
purpose of bookkeeping. Both Malcolm [p. 2] and Mair [p. 1]
collapse such purposes into knowing what the quantities and
value of merchandise on hand are and what profit or loss on
sale of goods is. Mitchell [pp. 1, 210] affirms these balance
sheet interests but speaks to the concern for profit only tangentially and much later in his text. Both Malcolm and Mair
endorse the use of the three books of accounting recommended
by Pacioli — the waste (day or memorial) book which simply
notes in sufficient detail what each transaction is so that it can
later "at leisure and retirement, thought and deliberation"
[Mair, p. 7] be set up into its constituent debit and credit
aspects in the journal and from thence to be transformed to the
third book, the (general) ledger. Malcolm and Mair admit that
the waste book and the journal could be efficiently combined,
and both demonstrate the use of a cash book as a specialized
book of original entry which would permit a single monthly
cash account posting to the ledger, relieving the latter account
of much space-consuming detail. Mitchell [p. vi] provides
barely twenty-five pages of commentary in his 450-page book,
believing that the student can best learn from "paying attention to actual statements of accounts." His concern is with
bookkeeping efficiency and to this end he recommends the
greater use of specialized books of original entry permitting
monthly posting totals for a good number of accounts — cash,
merchandise, accounts and bills receivable and payable. This
advocacy may be part of a larger experiment by several authors across Europe at that time to respond to the increasing
size and activity of businesses [ten Have, 1976, pp. 106-108]. It
2
Both the Malcolm and Mair texts offer the very briefest of commentary on
the bookkeeping of land estates.
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is to be distinguished from the introduction of the journalledger which is more of an attempt to incorporate all transactions and summaries (excluding subsidiary ledger receivables
and payables) into the one synoptic record.
Though Mitchell's system achieves posting economies and
goes beyond that of Malcolm and Mair in its use of a ledger
control account for the subsidiary records (of bills receivable &
payable), it fails to disclose in the books of account the value,
quantities on hand and profits on each type of inventory (because all goods for sale are recorded by monthly totals to the
one merchandise ledger account) as the other texts do. This
failure represents a considerable sacrifice in formal ledger
inventory control and profit analysis. Mitchell [p. 448] may in
part realize this shortcoming by implying that such analysis
can take place as needed outside the accounts. Quite clearly,
the important routines of general ledger accounts controlling
subsidiary detailed records had not been completely worked
out by these authors.
Both Malcolm 3 and Mair use personification to determine
what is to be debited and credited. This method tediously
carries forward the notions of "owing to" and "owing by"
implicit in earliest creditor and debtor accounts to explain the
crediting and debiting of the real accounts of cash, inventory
and fixed assets. Here again, our present rule that increases in
assets are debits and increases in equities are credits (with
everything else flowing from that) is infinitely more elegant as
a pedagogical guide. It can also be imagined that when the
profit and loss accounts are explained as a "fiction (or) defect . . . contrived to supply the want of a real or personal one"
[Mair, p. 18; Malcolm, p. 18], that the subdivision of accounts
into assets and equities — a subdivision that may have been
aided by the mid-nineteenth century incorporating statutes —
is a long way off. On the other hand, a foreshadowing of
contemporary comment is Mair's [p. 14] Ijiri-like phrasing of
the relationship between debit and credit as having "a mutual
connection and independence, the one being the ground, condition, or cause of the other." Similarly, his justly famous lyrical
passage [pp. 80-81] relating the role of inventory in a firm's
affairs and the resultant reflection and tracing of its sale in the
various ledger accounts is an admiral description of both
3
Malcolm seems to recognize the conceit when speaking to real accounts:
"Debtor and Creditor are here applied in an artificial and improper sense,
which is borrowed from Persons" [Malcolm, p. 13].
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economic activity and the bookkeeping routines that attempt
to mirror that activity.
Accounting Aspects
Only Malcolm and Mair offer a modicum of commentary
on matters we now think to be the heart and substance of
accounting: the barest minimum of attention is paid to issues
of asset valuation, profit determination, accrual accounting or
for the detailed internal records required for industrial operations; and only with lively imagination can any of the present
day accounting convenience of consistency, matching, objectivity, realization or uniformity be read into the commentary.
No hint of accrual accounting is evident: interest is picked
up at the time of making a loan — presumably so that the
receivable account would be stated in its entirety at the due
date; and illustrations are generally not provided in which
interest would have had to be accrued or deferred. 4 Examples
of bad debts provide the alternative of writing the accounts off
completely or grouping them with other bad debts as a viable
asset. No discussion is put forward — as it is with Hamilton
[1788, p. 334] — to write off some estimate of uncollectibility.
Similarly, virtually nothing is mentioned of any aspect of cost
accounting though some evidence of detailed manufacturing
records that mirrored the conversion of raw material through
the factory into finished goods had by this time been exhibited
in actual accounting practices [Garner, 1954, Ch. 2] and in late
seventeenth and mid and late eighteenth century accounting
treatises [Edwards, 1937, pp. 225-227; Hamilton, 1788, pp.
487-88].
A medley of alternatives is provided for the valuation of
assets. For inventory, Malcolm [p. 89] offers the alternatives of
cost or current value with a preference for the former, while
Mair [p. 69] suggests an undefined "prime cost." Malcolm also
suggests that "current rates" should be used for winding-up
purposes. No hint of the lower of cost or market can be inferred
in any of these authors. Neither consistency in valuation nor
cost allocation depreciation is mentioned much less urged by
the authors. Though some depreciation had been observed by
this time in late 18th century records [Pollard, 1963, p. 134], its
4
One exception was noted in which full interest on a bottomree loan
account was viewed as an asset though collection had not been made [Malcolm, folios 9 and 17 of Ledger 1].
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textbook advocacy would not be generally observed until the
corporate industrial accounting of the mid to late nineteenth
century. 5 The barest hints of the concepts of periodicity (annual
closing out of accounts are recommended) and entity (personal
and household expense accounts are pinpointed and the separation of the manager's accounts from any partnership to
which he belonged is recommended) can be with imagination
inferred. An awareness of conservatism and the objectivity of
realization can also be mildly sensed in the concern that
reflecting fluctuations in prices may be premature [Malcolm, p.
89]. More generally, however, though there is some small
pointing towards the historic cost principle, it would seem that
researchers looking for the treatise origins of our existing
traditional accounting concepts will find more fertile fields in
the industrial and corporately organized nineteenth century.
Eighteenth-century authors [Malcolm, p. iii] commonly
extol the double entry method as "perfect" and "comprehensive." The perfection relates largely to the simple mechanical
equality of debit and credit balancing. Little explicit understanding is betrayed in these three texts of the double entry's
unique purpose in, and method of, introducing the nominal
(income) accounts to explain the changes in the real and personal accounts of the balance sheet. Indeed, though the purpose
of the double entry method is admitted to include profit and
loss, the ambiguity of the authors in this regard is reflected in
their suggesting that these accounts arise out of the "defect" or
"want" in the real and personal accounts. Similarly, and possibly consistently, the approach to determining profits is a
balance sheet one in which revenues are first carried to asset
accounts which are later analyzed and adjusted for their profit
or loss content. The authors are on somewhat firmer ground
when they proclaim comprehensiveness as a unique feature
since t h e m e t h o d c o n t e m p l a t e d the r e c o r d i n g of all
transation-based firm activity.
The texts of Malcolm and particularly Mair [Sheldahl,
1985, p. 7; Mepham and Stone, 1977] were popular and well
received in their day. Why then did these texts not incorporate
some of the more advanced bookkeeping techniques then in
actual use and being demonstrated in other treatises? Hamilton's book [1788] is far more sophisticated and indeed may be
5
No mention is made of depreciation (other than by Hamilton — see note
# 6 following) in a Yamey survey of English texts of 1543-1800 [Yamey et al.
1963, pp. 155-179].
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the most "modern" text of its time, touching as it does on
issues relating to rudimentary depreciation, bad debt estimates, residual income evaluation, process cost accounting and
the problems of allocation [Mepham, 1983]. Similarly, textile
company cost records [Stone, 1973; Porter, 1980] of the very
early nineteenth century (and probably earlier) 6 display a variety of accounting techniques — cost centers, predetermined
overhead rates and intracompany pricing — that have no
ancestry in these texts. It may be that the authors (Mair, p. 4)
felt they were putting forward a very general approach to
double-entry bookkeeping which could find application in any
type of business including manufacturing, and that the special
and more complex situations could be handled by treatises
devoted exclusively to particular industries. 7 Though different
in nature, the discrepancy may be no more anomalous than the
gulf one finds between the ever-changing rule-laden editions of
present-day texts and the best of actual practices, knowledge
and thought [Kaplan, 1984, p. 407; Zeff, 1979]. Then, as now,
the normative, original, innovative (much less radical!) may
not have been what the market was demanding; and the expectation that one should look for these attributes in popular
textbooks of any era may be unrealisitic.

Reconsidering Some

Speculations

The accounting discipline is p a r t i c u l a r l y f o r t u n a t e
amongst the social sciences in having a relatively great array of
historical documents — texts and records stretching over several centuries — to help pace its evolution and assess its
contribution. These three texts, specific to a given period,
constitute a very small portion of those documents and therefore offer the opportunity for only brief and necessarily restricted commentary on two recurring questions: was the
eighteenth century the latter part of a long period of stagnation
in the evolution of accounting texts [Littleton, 1933, p. 9;
Winjum, 1972, pp. 108-109] and was double entry bookkeep-

6
Stone suggests that "because of balances carried forward from a prior
ledger, it is clear that the [textile] mill was in operation at an earlier date [than
1810] with a fully developed accounting system as described in this paper"
[Stone, 1973, p. 71].
7
The Dodson text [Chatfield, 1974, p. 100] illustrates a shoemaker's accounts. Indeed, Mair's text gives extensive illustrations of accounts for sugar
and tobacco merchant traders.
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ing the engine that Sombart maintains propelled capitalism
[Yamey, 1964]?
As previously implied, the bookkeeping routines recommended in these texts do not differ in substantive measure
from those put forward by Pacioli. Specialized books of original entry whereby column totals are posted to ledger accounts
were part of eighteenth century innovation; however the ledger
recommended remains a jumble (partly because it was bound!)
of innumerable, unordered, individual accounts of debtors and
creditors and of the variety of merchandise accounts in which
merchants dealt. What is now easy to overlook as terribly
prosaic — the introduction of loose-leaf records and the importance of general ledger accounts controlling the detail of subsidiary records — would have aided eighteenth century bookkeeping greatly. At least three-quarters of the three texts contain extended examples of whole sets of records and the commentary thereon is largely confined to the technicalities of
what is to be debited and credited and to how a balancing of
the accounts is to be obtained. There is only passing interest in
valuation and little that is explicit relating to depreciation, to
accrual accounting in any of its forms, and to the establishment of accounting principles. Similarly, though the industrial
revolution is beginning to emerge toward the end of the century, no guidance is offered in how the merchant bookkeeping
illustrated could be adapted to the distinctive needs of this
changing environment. The practicing accountant of this era
would find little textual guidance beyond introductory bookkeeping routines. "Stagnation" may not be too unkind an
adjective to append to this era of bookkeeping pedagogy as
evidenced by these three texts. Students using Pacioli and
aided by an instructor's chalkboard examples of illustrative
specimen accounts may have been at no disadvantage in
learning the bookkeeping routines recommended by these authors.
The Sombart thesis is quite properly debated in contexts
much broader than an examination of these three texts of the
eighteenth century will permit [Braudel, 1982, pp. 572-578;
Yamey, 1964; Winjum, 1972, pp. 15-24]. Though the thesis
seems to have fewer adherents among accountants than among
non-accountants, it should not be too difficult for the accountant to recognize in these texts some implicit instruction in the
Sombartian notion of rationalized profit-seeking. The profit
and loss ledger account to which all the nominal accounts are
to be annually closed, portrays the operations of the firm in
Published by eGrove, 1987
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fairly detailed form. (It should be remembered that it is, in
part, on the basis of the very irregular profit determination
exhibited in extant records that Sombart's thesis is dismissed
[Yamey, 1964, p. 125]. Gross margins on each type of merchandise are shown, together with the results from activities relating to insurance, bottomree loans, voyages, consignment accounts, rents and the borrowing or lending of money. Nor are
such "results" encumbered by the frequently questionable
decision-useful refinements of present-day cost-allocated accrual accounting. Indeed, information exists in terms of variable receipts and expenditures to know in some instances the
rough magnitude and source of gross contribution margins on
cost, and thereby give some direction to the merchant in the
allocation of resources within the firm. There is however, no
commentary in the texts elaborating that such information
may be put to this end nor to more general return on investment considerations.
Historical treatises are well worth thumbing through for
both practicing and academic accountants. They alert us to the
pace of change, to the problems that have been overcome and
to the background of those problems that are as yet unresolved.
They prompt us to ask of the present the very question that
springs so readily to mind with regard to the past: Are we
handling the accounting task any better now than we did then?
And occasionally they reach across the centuries to touch us
with an important and sad reminder of the immutability of the
human condition as we examine an example of a detailed bill
of lading for a cargo of African slaves to be sold in the sugar
colonies of the West Indies [Mair, p. 490] and as we read the
author's simple instruction to the factor to "sell off the negroes
as (you) would do any other sort of merchandise" [Mair, p.
403].
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BOOK REVIEWS:
Katrina Honeyman, Origins of Enterprise: Business Leadership
in the Industrial Revolution (Manchester: Manchester University Press, 1982. 19.50)
Reviewed by
Geofrey T. Mills
University of Northern Iowa
This book, an adaptation of Honeyman's 1977 Ph.D. dissertation at the University of Nottingham, is a combination social
and business history of the socioeconomic backgrounds of those
who formed the entrepreneurial class in Britain during the
teeth of the Industrial Revolution. As the author correctly
points out such studies of the social roots of entrepreneurs in
England are rare, especially compared to the U.S. case where
the Horatio Alger myth has been heavily researched. On these
grounds alone this book is a welcome addition to the library of
scholarship on the Industrial Revolution. In addition the author has painstakingly researched her subject and included
much of her data in two appendices, as well as in the body of
the text. The book is well written, organized and easy to read.
The bibliography is extensive and the index is complete and
easy to use.
In her own words the purpose of this study is to ". . . test
the commonly held belief that positions of industrial power in
the 18th and early 19th centuries were open to individuals
from diverse social origins, and particularly that unprecedented opportunities existed then for small men to attain the
role of the entrepreneur." In order to test this hypothesis
Honeyman looks at three industries between the period
c.1750-1830; cotton spinners both early, 1787, and later, 1811;
the lace industry; and lead mining in Derbyshire. Cotton was
selected because of its reputation for being a breeding ground
of self-made men and because it was characterized by a high
degree of mechanization early on. By contrast the lace industry
had relatively small capital requirements, but went through
periods of rapid organizational and technological change. Lead
mining saw both large and small operators with wildly varying
financial and organizational structures. Furthermore, it was a
highly concentrated industry and became a subsidiary source
of income for the people in the chief mining areas.
It is difficult to capture, in such a short review, the riches
of Honeyman's data, research and conclusions, but it is possihttps://egrove.olemiss.edu/aah_journal/vol14/iss2/9
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ble to make a few general observations. Sir John R. Hicks
commented once that the key feature of the Industrial Revolution was the shift from circulating to fixed capital structures.
We can see this process in operation here. At some point all
three of the industries attracted men of modest and small
means because the initial capital outlays were so small. But in
many instances the real key to long run success was assess to
working capital which was not nearly so easy. Only those
individuals who were better connected, either by dint of social
background, marriage, social connections, or initial financial
success could ensure continuing access to the credit markets.
This fact made success, in the long term, a difficult goal for
men of small or modest means and, over the entire period
under consideration, meant that people from the bottom of the
scale made little real progress. To be sure there were some
cases of remarkable success, a tiny number but just enough to
perpetuate the myth, of small men making it big, however
these were by far the exceptions rather than the rule.
Of the three industries which Honeyman investigates in
this book the lace industry of the 1820's appears to have offered
the best chances for men of modest or humble origins. This was
due to the low capital requirements and the fact that, relatively
speaking, continued access to working capital was not as crucial here as in the other two industries. Lead mining held open
the finest doors for men from all backgrounds, but was especially treacherous for the individual without capital or connections because of its relatively high barriers to entry, risky
returns and need for working capital input. Cotton, both in
1787 and 1811 fell somewhere between lace manufacturers and
lead mining. The economic facts of the Industrial Revolution,
coupled with the rigidity of British society in this period
(which placed a high premium on "connections," friends and
status) all conspired against entrepreneurial success, except in
the short run, for all but the best, brightest and luckiest.
Despite the vast societal and economic changes in these eight
decades there was little real change in industrial leadership. In
short, restrictions on upward mobility remained as insurmountable as they had been in the past. The very small group
of men who were successful in the long run stand out, in the
stark light of Honeyman's data, as extremely competent and
exceptional. Over the long haul luck had little to do with
success.
This book is for the specialist, not the general reader of
business history, or even the Industrial Revolution for that
Published by eGrove, 1987
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matter. It, like all dissertations, is a small slice of pie. I do not
intend this to be a criticism, rather a simple fact. Like the
small men who made it big Honeyman has poured lots of hard
work and creativity into these pages. Meticulously researched,
and well written the book fills a gap in our knowledge of the
social and economic history of England in the Industrial Revolution. For the specialist this is a rich source of data and
inspiration.
D. Y. Kuo, A Manuscript of China's History of Accounting
(Beijing: Chinese Financial & Economic Publishing, 1982, 446
pp.)
Reviewed by
Lucy C. Lee
Rutgers University
Chinese civilization is characterized by a long history of
agricultural economy with a culture rich in literature, art and
philosophy. However, virtually nothing is known about the
history of accounting in China. This two-volume book, written
in Chinese, by Professor D. Y. Kuo at Chung-Nan College of
Finance and Economics, is an attempt to uncover the development of accounting in ancient China, in a political system and
philosophical atmosphere which were basically anti-business.
Professor Kuo's research is based mainly on historical literature and partly on recent archaeological finds.
Volume I starts from prehistoric times when people tied
knots on strings for "counting" events and ends with the Sung
dynasty (960-1279 A.D.). The theme is on the evolution of
government accounting. Unfortunately, historical materials
were lacking on accounting methods developed in the private
sector. Some highlights are as follows.
As early as the Shia dynasty (2205-1766 B.C.), remains of
shells and bones showed records of goods and livestock in kind
and in quantity, a written language had already been developed. At the first stage of the development of accounting,
spanning three dynasties: Shia, Shang (1766-1122 B.C.), and
Chou (1122 B.C.-250 A.D.), transactions were recorded
chronologically in single entries and in words. Also, the term
"accounting" (Kwai-ji) was officially established in the early
part of Chou dynasty.
A significant development made during the Han dynasty
(206 B.C.-220 A.D.) was to adopt the format of using three
sections in accounting reports to higher authorities. Thus, the
https://egrove.olemiss.edu/aah_journal/vol14/iss2/9
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headings "In," "Out," and "Balance" became standard usage
in reports submitted on a monthly, quarterly and annual basis.
The main accounting books included the "Grain InflowO u t f l o w , " "Cash Inflow-Outflow," and "Goods InflowOutflow," all kept on bamboo or wooden tablets, and source
documents were numbered.
Accounting reached a level of sophistication due to unification of the monetary system and standardization of accounting
figures during the T'ang dynasty (618-975 A.D.). Cash journals,
general and subsidiary ledgers were kept in bound volumes of
paper. The government accounting office was responsible for
internal revenues and the national budget, and the auditing
department performed audits on reports from all levels of
governmental units. Another significant improvement of the
reports was made during this period, which required four
sections: "Beginning balance," "In," "Out," and "Ending balance" on the reports.
Volume I ends with the Sung dynasty (960-1279 A.D.)
during which government accounting systems were further
refined and standardized, but never went beyond single-entry
bookkeeping. Apparently single-entry bookkeeping was
adequate to generate accounting reports for China's governments for many centuries.
Professor Kuo's work is significant and informative. It
provides the eastern side of the story in the world history of
accounting. I am looking forward to the forthcoming Volume II
which will address the development of accounting in the private sector after the Sung dynasty.
Helen Scott Mann, Charles Ezra Sprague (New York: 1931.
Reprint edition. New York: Arno Press, 1978, 67 pp., $12.00)
Reviewed by
Araya Debessay
University of Delaware
This book is a biography of Charles Ezra Sprague (18421912), a man described as:
An embodiment in its highest form of the rarest of all
combinations, that of the business man, the scholar,
and the scientist, having been distinguished as a
banker, as a stimulating teacher and linguist and as
an author of many invaluable treatises on accounting, some of which were pioneer works in their fields.
(Title page)
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The book was first published in 1931 and is reprinted
under the Arno Press Collection series of noteworthy publications in the development of contemporary accounting thought.
The book has an introduction written by the then dean of
the School of Commerce, Accounts and Finance, of New York
University in recognition of the role Sprague played in its
establishment.
Sprague has made significant contributions to accounting
and to the growth of the accounting profession. He wrote
numerous articles and books during his life time. His most
significant literary contribution to accounting is his book, The
Philosophy of Accounts (1907). Although it certainly was not the
first book in accounting, it is regarded as the first book in print
to deal with the "theory of accounts." Sprague's professional
career was primarily in a banking institution where he grew
from a clerk to being the president of a leading bank of the
time. He was one of the first to qualify as a certified public
accountant, and served on the board of examiners for certified
public accountants. His devotion to accounting led him to be a
well remembered accounting teacher while he served as a
president of a bank.
This book is divided into six parts. Part I provides an
account of Sprague's family history, his upbringing and
schooling. Part II describes Sprague as a soldier and his participation in suppressing a rebellion in the South in the Spring
of 1862. Part III narrates Sprague's role as a tactics teacher in
militay schools and his writings on military topics. Also covered in this part is Sprague's involvement and interest in the
development of a universal language. Part IV dwells on
Sprague's part as a banker and his contribution to the banking
profession. Sprague's accomplishments as an inventor are also
recounted in this section. The significant role he played in the
development of the accounting profession is described in Part
IV. Part V discusses Sprague's literary accomplishments. The
last part of the book, Part VI, gives an overview of Sprague's
achievements.
Except for Part II, which this reviewer found to be a bit
tedious, the book is generally very interesting to read. One
cannot help being inspired to higher ideals by reading this
book. This book has brought into light the biography of one of
the prominent personalities in accounting who has used his
talent so fruitfully in contributing so much to society. In this
respect Helen S. Mann's book on Charles Ezra Sprague is
worth reading.
https://egrove.olemiss.edu/aah_journal/vol14/iss2/9
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Jill L. McKinnon, The Historical Development and Operational
Form of Corporate Reporting Regulation in Japan. (New York &
London: Garland Press, 1986, 367 pp. $50.00)
Reviewed by
Lawrence R. Hudack
North Texas State University
The author's stated and attained objectives are to trace the
development of Japanese corporate reporting regulation and to
determine the operational form of the current regulatory system. While attaining these objectives, she offers a relatively
unique perspective on international accounting research.
The author adopts a refreshing and liberal attitude with
respect to this complex and dynamic topic. Contrary to contemporary accounting research's fixation with traditional
functionalist epistemological premises, a subjectivist approach
is considered and applied. An argument against the former
illustrates how the researcher is often forced into making
overly simplistic analyses of social science phenomena, thereby
resulting in limited and often questionable findings. The subjectivist perspective allows for consideration of qualitative
characteristics which are often prevalent in the examination of
social systems.
A major contribution to international accounting research
is provided by the introduction and adaptation of Anthony D.
Smith's sociological framework. Prior to this work, the
aforementioned research was in search of a suitable model for
nation specific studies. In accordance with the FASB, the author explicitly assumes that the regulation process is to be
recognized as a dynamic social system, thereby allowing
Smith's "modified exogenous framework of processual change
analysis" to provide a viable analytic framework.
This framework recognizes internal, external and interacting factors of processual change; decomposes processual
change into source phase, diffusion phase, and reaction phase;
and analyzes processual change in terms of four major aspects.
These four aspects include: environment, intrusive events,
intra-system activity, and trans-systems activity.
This broad-minded interpretive framework is consistent
with Issaih Berlin's prerequisite of an historical analysis
focusing upon interwoven strands of the texture rather than
narrow examinations of isolated strands of experience. In accordance with Berlin's concept of history, the study exhibits an
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exceptional capacity to associate, e.g., recognition of environment and inter-systems activity.
An effective research strategy which synthesizes existing
literature and personal interviews of experts enables the accumulation and dissemination of five "central response
events". The five events are then used as "insight-stimulating"
examples in the historical and environmentatl analysis of the
Japanese corporate financial reporting regulation system. The
author acknowledges Fujita's (Yukio) doctoral thesis "An
Analysis of the Development and Nature of Accounting Principles in Japan" (1968), and R. J. Ballon, Tomita Iwao and Usami
Hajime's Financial Reporting in Japan (1976) as important
literary sources. The interview respondents include Japanese
regulators, academics, and certified public accountants who
provide "an inductive argument from authority" in the selection of the following events: introduction to the Commercial
Code (1899), issuance of working rules (1934) and tentative
standards (1941), introduction of the Securities Exchange Law
(1948), revision of the Commercial Code (1974), and issuances
of ministerial ordinances on consolidation (1976).
An overview of the book's contents reveals that a general to
specific pattern is employed. The first three chapters incorporate a general perspective offering anyone with an interest in
international accounting reseach some valuable insights. Chapters four and five focus the reader's attention toward a rather
informative Japanese specific historical and environmental
background of corporate reporting regulation. Chapters six
through ten provide a magnified illustration of the Japanese
system's historical development and environmental influences
through the application of Smith's "modified exogenous
framework of processual change analysis" to each of five "central response events". The final chapter offers both conclusions
relating to the Japanese system's operational form and implications for future research. The conclusions delineate the system's authorities and mechanisms' social status and functions,
and interactivity among authorities in the process of administering, formulating and implementing corporate reporting regulation. The implications circumscribe the international interpretation of accounting and corporate reporting, international transferability of accounting principles and practices,
and transferability of "regulation research". In addition, a
rather comprehensive bibliography and informative appendices help to enrich this truly significant contribution.
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The only potentially negative aspect of this work is the
conclusions involving interactivity among authorities. Underlying these conclusions is the presence of corporate resistance,
an anomaly which is contrary to an earlier discussion of the
Japanese cultural environment's acceptance of "moral basis of
government," "the ruler and the ruled," and societal interdependence. Althought an "explanation" is provided for corporate resistance's existence, the reader may be left with some
doubts because of an apparent inconsistency. However, one
must not lose sight of the interpretive (subjectivist) epistemological perspective employed.
In sum, this book should be recognized as a significant
contribution to international accounting and historical research; both for its general future research implications and
specific informative presentation of Japanese corporate reporting regulation.
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Letter to the Editor
The Book Review Section of the Accounting Historians
Journal, Vol. 13, No. 1, Spring 1986, pages 109-112, contains a
review by O. Finley Graves of the University of Mississippi on
Robert R. Locke, The End of the Practical Man: Entrepeneurship
and Higher Education Germany, France, and Great Britain,
1880-1940 [Greenwich, Conn: JAI Press].
My interest with regard to this review centers on the last
sentence of the first paragraph on page 110 that says: "and
little is known of German thought on this side of the Atlantic."
The footnote states that the American accounting academician
may have read Schmalenbach's "Dynamic Accounting,"
translated by Murphy and Most (1959). Of significance is the
phrase "may have read." The 1959 translation was based on
Schmalenbach's "Dynamische Bilanz" whose first edition appeared in 1919. Murphy and Most's translation, published by
Gee and Company, London, was reviewed by Eric L. Kohler in
the "Journal of Accountancy," April, 1961, pp. 95-96. On the
basis of this review I wrote to the Gee Company for a copy of
the book.
The Gee Company mailed me the following answer dated
August 31, 1961. I quote from the letter which is still in my
possession:
"We thank you for your letter of the 24th instant requesting us to forward you a copy of Schmalenbach's "Dynamic
Accounting" but regret to state that due to a certain clause in
our contract with the German publishers, unfortunately we are
unable to forward this publication to your country, and trust
you will understand the position. This book can only be sold to
customers within the British Commonwealth."
Fortunately, a business friend of mine visited London a few
weeks later and purchased a copy. The original German text
had been in my library for some time.
The same footnote also states that not until 1980 was Arno
Press's reprint edition of the 1959 edition available in the
United States.
The above remarks should indicate why Schmalenbach's
philosophy, teaching, and writings, never could penetrate the
American accounting profession. To ascertain the amount of
lecturing on Schmalenbach's theory at American universities, I
learned that in one Graduate Seminar the professor devoted
about 30 minutes to that topic for which no reading assignments were made.
https://egrove.olemiss.edu/aah_journal/vol14/iss2/9
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I believe that these notations regarding a possible knowledge of Schmalenbach's "Dynamic Accounting" might be of
interest to accounting historians.
Very truly yours,
Adolph Matz, PhD
Professor Emeritus of Accounting
The Wharton School
University of Pennsylvania
Blue Bell, Pa 19422
June 25, 1986
A short while after this correspondence was received we learned of Professor
Matz's death. We are pleased that he remained actively interested in matters in
our discipline throughout his career and that he informed us of an insight
which might otherwise have been lost.
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